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The  Legislative  Audit  Committee 
of  the  Montana  Legislature: 

This  is  a  preliminary  survey  of  the  Transportation  Division, 
Department  of  Commerce.  The  purpose  of  this  survey  is  to  review 
division  functions  to  determine  if  performance  audit  work  is 
feasible  and  warranted. 

Based  on  survey  results,  we  determined  that  further  audit  work 
is  not  warranted.  However,  we  identified  policy  and  planning 
questions  which  need  to  be  addressed  by  the  Legislature.  We  also 
noted  areas  where  Transportation  Division  operations  could  be 
improved. 

We  wish  to  express  our  appreciation  to  division  and  department 
staff  for  their  cooperation  and  assistance  during  our  review. 


Legislative  Auditor 


INTRODUCTION 

The  purpose  of  our  performance  audit  survey  of  the 
Transportation  Division  of  the  Department  of  Commerce  was  to 
identify  division  programs,  determine  program  intent,  and  briefly 
examine  program  results  as  they  relate  to  division  operations.  In 
doing  so  we  would  determine  if  performance  audit  work  was  necessary 
or  warranted  in  any  of  the  program  areas. 

FUTURE  PERFORMANCE  AUDIT  WORK 

Our  preliminary  audit  survey  of  Transportation  Division 
programs  indicates  further  performance  audit  work  is  not  warranted. 
However,  during  the  survey  we  identified  two  policy  issues  which 
should  be  addressed  by  the  Legislature.   These  included: 

1.  clarifying  legislative  intent  for  transportation  programs; 
and 

2.  providing  more   detailed   overall   transportation  planning 
and  coordination  of  transportation  programs  in  the  state. 

We  also  noted  specific  division  operations  which  could  be 
improved.   These  areas  are: 

1.  clarifying   division   agreements   with   shortline  railroad 
operators; 

2.  improving  the   adequacy  of  railroad  property  ownership 
records;  and 

3.  revising  railroad  bonding  statutes. 


During  the  survey  we  tested  for  division  compliance  with 
applicable  transportation  laws  and  regulations.  We  identified  no 
significant  areas  of  noncompliance.  We  also  mailed  a  survey 
questionnaire  to  local  passenger  transit  operators  to  determine  the 
adequacy  of  division  efforts   to   administer   and  monitor  passenger 


transit  programs  and  activities.  Our  questionnaire  results 
indicate  transit  operators  are  generally  satisfied  with  the  work  of 
the  Transportation  Division. 


BACKGROUND 

House  Bill  854  of  the  1981  Legislative  session  appropriated 
$324,626  to  the  Department  of  Commerce  to  plan  and  coordinate 
transportation  needs  and  services  for  all  modes  of  transportation 
and  to  conduct  rate  analysis  and  pursue  litigation  on  transportation 
issues.  The  Department  of  Commerce  created  the  Transportation 
Division  to  address  this  responsibility.  The  Transportation 
Division  is  currently  one  of  thirteen  divisions  within  the 
Department  of  Commerce. 

DIVISION  ORGANIZATION  AND  STAFFING 

The  Transportation  Division  consists  of  four  bureaus: 
Intermodal  Commodities  Bureau,  Passenger  Bureau,  Litigation  and 
Analysis  Bureau  and  Special  Projects.  Prior  to  the  creation  of  the 
Transportation  Division  in  1981,  the  Litigation  and  Analysis  Bureau 
was  with  the  Department  of  Agriculture,  the  rail  planning  function 
was  at  the  Department  of  Highways,  and  the  passenger  transit 
function  was  with  the  Department  of  Community  Affairs. 

In  1981,  the  Transportation  Division  started  with  15  FTE 
(authorized  employees),  which  is  the  present  staffing  level  of  the 
division.  The  following  chart  depicts  the  organizational  structure 
of  the  Transportation  Division. 


TRANSPORTATION  DIVISION  ORGANIZATION 
Fiscal  Year  1986-87 
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Source:  Compiled  by  the  Office  of  the  Legislative  Auditor 

Illustration  1 


DIVISION  REVENUES  AND  EXPENDITURES 

Division  revenues  and  expenditures   for   fiscal   years  1983-84 
through  1986-87  are  shown  in  the  following  illustration. 


TRANSPORTATION  DIVISION 

REVENUE  AND  EXPENDITURE  LEVELS  -UNAUDITED 

Fiscal  Years  1983-84  Through  1986-87 

CateRory       FY  1983-84  FY  1984-85   FY  1985-86  FY  1986-87 

Revenue  ^  $2,556,601   $11,542,949^  $1,754,893   $1,404,479 

Expenditures 

Personal  Services  438,377  468,955  477,418  490,983 

Operating  Expenses  349,345  378,303  411,765  282,591 

Equipment  14,381  439  10,014  833 

Grants^  748,691  4,035,910  5,578,846  1,018,350 

Total  Expenditures   $1.550.794  $  4.883.607   $6.478.043  $1.792.757 

^Revenue  from  Rail  Planning  and  Construction,  Urban  Mass  Transit 
Administration,  Special  Projects,  and  Wheat  Research  and  Marketing 

"^Grant  pass-throughs  to  local  agencies 

Significant  increase  in  revenue  due  to  out  of  court  settlement  with 
the  Burlington  Northern  Railroad  Company  for  $11.5  million 

Source:   Statewide  Budgeting  and  Accounting  System 

Illustration  2 

Division  revenues  are  received  from  various  sources,  such  as 
the  U.S.  Maritime  Administration,  to  conduct  special  projects. 
Division  central  office  operations  are  funded  primarily  from  state 
revenues.  During  fiscal  year  1985-86  about  $600,000  of  the  total 
expended  by  the  division  was  General  Fund  money.  Grants  are 
primarily  pass-through  from  federal  sources  such  as  the  Federal 
Railroad  Administration  and  the  Urban  Mass  Transportation 
Administration  of  the  U.S.  Department  of  Transportation. 

DIVISION/ BUREAU  RESPONSIBILITIES 

The  division  provides  technical  and  financial  assistance  to 
transportation  providers  and  local  government  units.  A  number  of 
state  and  federal  programs,  administered  by  the  division,  provide 
help  to  the  rail   and   trucking   industries,   agricultural  entities. 


shippers,   and  local  public  transportation  operators.   Specific 
bureau  responsibilities  are  discussed  in  the  following  sections. 

Intermodal  Commodities  Bureau 

Intermodal  travel  consists  of  a  combination  of  transit  methods 
such  as  rail  and  truck  transportation.  Section  60-11-101,  MCA, 
requires  the  Montana  Department  of  Commerce  to  administer  rail 
planning  activities  in  Montana.  The  Intermodal  Commodities  Bureau 
administers  the  rail  planning  function,  and  a  property  management 
function  (i.e.,  manage  operating  rail  lines,  right  of  ways,  etc.). 
Bureau  staff  monitor  rail  line  rehabilitation  and  construction,  and 
also  conduct  cost  benefit  evaluations  of  rail  lines  and  participate 
in  making  decisions  on  whether  to  rehabilitate  or  abandon  a 
particular  state-owned  or  railroad  company  line. 

The  division  can  establish  a  railroad  bonding  program  if 
additional  railroad  improvement  funds  are  needed.  The  authority  to 
issue  and  sell  railroad  rehabilitation  bonds  and  railroad  rolling 
stock  revenue  bonds  is  specified  in  sections  60-11-1103  and  60-11- 
1203,  MCA.  This  bonding  authority  could  be  used  to  upgrade  rail 
facilities  for  transporting  products  to  markets  outside  of  Montana. 
However,  division  officials  noted  rail  rehabilitation  bonds  and 
rolling  stock  revenue  bonds  have  never  been  issued.  Division 
officials  noted  that  they  were  not  able  to  market  railroad  bonds 
because  the  bonds  were  not  saleable.  Sections  60-11-1103  and  60-11- 
1203,  MCA,  state  the  Department  of  Administration  shall  assist  the 
Department  of  Highways  in  the  issuance  and  sale  of  the  railroad 
improvement  bonds.  These  sections  should  be  revised  to  specify  the 
Department  of  Commerce  instead  of  the  Department  of  Highways.  This 
issue  is  discussed  further  on  page  22  of  the  report. 

The  Intermodal  Commodities  Bureau  also  administers  Local  Rail 
Service  Assistance  (LRSA)  funds  received  from  the  Federal  Railroad 
Administration  of  the  U.  S.  Department  of  Transportation.  The 
division  is  responsible  for  ensuring  Montana's  eligibility  for 
railroad  assistance  funding.  LRSA  funds  are  allocated  by  the 
division  on  a   federal-local   match  basis   to   various   railroad 


construction  and  rehabilitation  projects.  Staff  from  the  Intermodal 
Commodities  Bureau  help  shortline  operators  with  LRSA  projects  to 
rehabilitate  rail  lines  or  to  construct  other  rail  projects.  For 
example,  bureau  staff  assisted  with  a  project  to  construct  750  feet 
of  rail  line  near  a  main  line  at  the  former  Anaconda  Company  site 
near  Anaconda.  This  750  feet  of  rail  siding  allows  a  company  to 
salvage  part  of  the  copper  slag  silicates  located  at  the  Anaconda 
Company  site  while  other  rail  operations  pass  by  on  the  main  track. 
Without  the  rail  siding,  other  rail  operations  had  to  stop  work  and 
wait  for  the  salvage  company  to  complete  its  work. 

The  division  works  with  two  shortline  operators  (companies 
which  operate  rail  operations  abandoned  by  the  Burlington  Northern 
Railroad  Company  and  the  Butte,  Anaconda  and  Pacific  Railway 
Company).  The  two  shortline  companies  are  Central  Montana  Railroad 
(CMR)  and  RARUS  railroad.  The  State  owns  the  property  permanently 
used  for  these  rail  operations  including  the  rail,  switches,  tunnels 
buildings,  and  bridges.  The  land  the  railroad  operations  are 
located  on  is  owned,  in  most  cases,  by  the  state;  however,  RARUS 
owns  some  of  the  buildings  on  its  railroad  property.  The  shortline 
railroad  companies  own  their  rolling  stock  (railroad  cargo  carriers 
and  locomotives). 

The  following  map  shows  Montana's  rail  system  and  the  shortline 
operators. 
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' '   Shows  the  shortline  operators  the  bureau  works  with. 

Source:  Compiled  by  the  Office  of  the  Legislative  Auditor 
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Staff  from  the  Intermodal  Coiranodities  Bureau  help  local 
transportation  officials  identify  and  procure  funding  for  various 
transit  projects.  One  of  the  projects  the  Intermodal  Commodities 
Bureau  assisted  with  was  the  Butte  Grain  Subterminal.  The  grain 
subterminal  receives  truck  shipments  of  grain  which  are  stored  in 
grain  elevators  for  shipment  to  California  feedlots  on  the  Union 
Pacific  Railroad  line.  As  a  result,  competitive  freight  rates  are 
encouraged  since  grain  shippers  are  not  relying  totally  on  one 
railroad  company  to  ship  their  grain. 

Another  current  project  is  the  development  of  a  model 
transloading  facility.  The  transloading  facility  is  based  on  the 
concept  that  rail  locomotives  are  up  to  six  times  more  energy 
efficient  than  trucks  if  they  are  run  at  optimum  loads.  To  realize 
these  savings,  small  loads  have  to  be  consolidated  into  train-size 
shipments.  A  large  service  facility  is  necessary  to  attract  the 
required  larger  shipments.  The  1987  Legislature  earmarked  $2.1 
million  of  a  settlement  for  oil  overcharges  by  major  oil  companies 
during  the  1970s  for  partial  funding  of  a  transloading  facility. 

Passenger  Bureau 

Passenger  Bureau  staff  are  responsible  for  funding  local 
transit  projects  and  programs  with  grants  from  the  Urban  Mass 
Transportation  Administration  (UMTA).  Three  categories  of  federal 
passenger  transit  moneys  are  handled  by  the  Passenger  Bureau 
including:  (a)  Section  8  grants  for  transportation  planning;  (b) 
section  16(b)(2)  capital  assistance  grants  for  private  nonprofit 
organizations  providing  transportation  services  for  the  elderly  and 
handicapped;  and  (c)  section  18  grants  for  operating  and  capital 
funds  for  public  transportation  services. 

Division  officials  noted  there  are  109  passenger  transit 
vehicles  purchased  with  UMTA  funds,  currently  in  service  in  the 
state,  which  provide  transportation  for  the  elderly  and  handicapped. 
The  following  chart  shows  the  number  of  applications  for  passenger 
transit  vehicles   the  Passenger   Bureau  received  during  fiscal  years 


1984-85  through  1986-87  compared  with  the  actual  number  of  vehicles 
awarded. 

COMPARISON  OF  APPLICATIONS  AND  AWARDS 

FOR  PASSENGER  TRANSIT  VEHICLES 

Fiscal  Years  198A-85  through  1986-87 

Fiscal  Years 


1984-85 

1985-86 

1986-87 

26 

25 

24 

13 

11 

11 

Number  of  Applications 

Number  Awarded 

Source:   Compiled  by  the  Office  of  the  Legislative  Auditor  from 
Passenger  Bureau  Records 

Illustration  4 

The  Passenger  Bureau  provides  local  transit  operators  with 
technical  assistance  with  transportation  problems.  One  of  the  major 
areas  of  assistance  is  in  completion  of  UMTA  capital  assistance 
application  forms.  To  ensure  that  all  local  transit  operations  have 
similar  chances  of  being  awarded  limited  UMTA  transit  moneys,  bureau 
staff  assist  local  transit  operators  in  completing  applications  in  a 
consistent  and  adequate  manner.  A  Selection  and  Screening 
Committee,  consisting  of  representatives  from  the  Governor's  Office, 
the  Department  of  Commerce  Coordinator  of  Indian  Affairs  and  the 
Department  of  Social  and  Rehabilitation  Services,  rates  each  of  the 
applications  for  capital  and  operating  funds. 

The  Passenger  Bureau  has  assigned  staff  to  each  of  three 
geographical  statewide  regions  so  that  technical  assistance  can  be 
effectively  provided  statewide  to  local  transit  operators.  The 
following  map  shows  each  of  the  regions  and  counties  which  have 
received  federal  transit  funds  from  the  division. 
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PASSENGER  BUREAU  TECHNICAL  ASSISTANCE  REGIONS 
AND  r.niTNTTFS   RECEIVING  FEDERAL  TRANSIT   FUNDS 


MONTANA 


3    The  counties  which  are  shaded  have  received  federal  transit 
funds  from  the  Passenger  Bureau,  Transportation  Division. 

Source:  Compiled  by  the  Office  of  the  Legislative  Auditor 

Illustration  5 
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The   following   chart   shows   the   breakdown  of  federal  transit 
funds  received  by  county  for  fiscal  years  1985-86  and  1986-87. 


DISTRIBUTION  BY  COUNTY  OF  FEDERAL  TRANSIT  7\m)S 
ADMINISTERED  BY  THE  TRANSPORTATION  DIVISION  -  UNAUDITED 


Fiscal  Years  1985-86  and  1986-87 


County 


FY  1985-86 

FY  1986-87 

$   19,483 

$      -0- 

25,893 

-0- 

25,000 

25,000 

22,176 

-0- 

-0- 

5,000 

54,851 

12,000 

29,089 

5,000 

17,210 

80,020 

-0- 

25,134 

95,115 

80,000 

25,510 

-0- 

-0- 

15,692 

2,127 

3,200 

25,000 

25,000 

6,052 

33,213 

41,572 

-0- 

110,335 

95,914 

34,914 

-0- 

144,314 

95,000 

35,721 

-0- 

-0- 

16,972 

56,230 

19,500 

45,000 

36,500 

140,497 

146,841 

5   956.089 

$   719.986 

Beaverhead 

Blaine 
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Chouteau 
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Glacier 

Lake 

Lewis  and  Clark 

Lincoln 

Madison 

McCone 

Missoula 

Powder  River 

Richland 

Roosevelt 

Sanders 
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Toole 
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Yellowstone 

State  Administration  Funds 

Total 


Source:  Compiled  by  the  Office  of  the  Legislative  Auditor  from 
Passenger  Bureau  records 

Illustration  6 

During  our  preliminary  audit  survey  we  contacted  local 
passenger  transit  operators  (those  operators  which  provide  rides  to 
special  populations  such  as  the  elderly,  handicapped  and  the 
developmentally  disabled)  with  a  survey  questionnaire  to  solicit 
their   comments   on   how  effectively  the  Transportation  Division 
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administers  transportation  programs  and  activities.  Our  purpose  was 
to  determine  if  the  division  provides  adequate  technical  assistance 
and  routinely  monitors  the  local  passenger  transit  operations.  Our 
questionnaire  results  indicated  that  68%  of  the  local  transit 
operators  were  contacted  by  the  Passenger  Bureau  five  or  more  times 
during  the  past  year.  Eighty-seven  percent  of  transit  providers 
rated  division  communication  with  them  as  average  or  better. 

A  number  of  federal  audit  requirements  have  been  established 
for  UMTA  grants  received  by  local  transit  operators.  Some  of  these 
requirements  include:  (1)  review  of  operating  reports,  (2)  review 
vehicle  use  records  and  fare  schedules,  and  (3)  test  financial 
records  to  determine  amounts  credited  or  returned  to  the  federal 
government.  Passenger  Bureau  staff  will  begin  a  program  to  conduct 
management  reviews  of  local  transit  operations  during  fiscal  year 
1987-88.  The  reviews  will  examine  the  organizational  structure  of 
the  transit  operation,  administrative  policies  and  procedures, 
vehicle  operating  and  maintenance  procedures,  safety  programs,  and 
transit  planning  and  marketing. 

During  the  survey  we  visited  three  local  transit  operations. 
We  examined  records,  reviewed  procedures,  examined  public 
transportation  equipment,  and  interviewed  local  transit  officials. 
We  did  not  identify  any  significant  concerns  during  our  visits.  Our 
work  indicates  the  division  is  providing  the  technical  assistance 
requested  by  local  passenger  transit  operators.  We  also  noted  that 
adequate  record  keeping  systems  were  maintained  at  the  three  transit 
operations  we  visited.  The  division  appears  to  be  doing  an  adequate 
job  of  administering  passenger  transit  programs. 

Litigation  and  Analysis  Bureau 

The  Litigation  and  Analysis  Bureau  works  with  regulatory  bodies 
such  as  the  Interstate  Commerce  Commission  (ICC)  and  the  Montana 
Public  Service  Commission.  Although,  the  Transportation  Division 
does  not  have  any  regulatory  authority,  the  Litigation  and  Analysis 
Bureau  staff  typically  testify  at  ICC  ex-parte  proceedings  that 
cover  transportation   issues  (i.e.,  rail  cost  accounting  procedures, 
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railroad  contract  rates,  and  rail  cost  adjustment  factors).  The 
bureau  expends  about  $25,000  annually  for  legal  assistance  in  rail 
abandonment  cases  and  for  information  regarding  current  federal 
transportation  issues  that  may  affect  Montana. 

Special  Projects  Section 

The   Special   Projects   Section   consists   of   one  staff  member 

performing  various   transportation   studies.     The   completion  of 

various  special  projects  is   included  as  part  of  division  goals  and 

objectives.   Examples  of   past   projects   completed   by   the  Special 

Projects  Section  are: 

Montana  Motor   Carriers  Pilot  Project  (a  project  to 
stimulate  the  trucking  industry  in  Montana  and  encourage 
Montana  truckers  to  backhaul  products  into  Montana); 

a  study  of  grain  transportation  programs  and  transportation 
rates;  and 

a  Maritime  Project  for  the  Maritime  Administration  of   the 
U.S.  Department   of  Transportation  (a  project  to  identify 
overseas  markets  and  determine  routings  and  rates  for 
Montana  products). 

Each  of  the  studies  listed  above  and  other  special  projects 
completed  by  the  Special  Projects  manager  provide  a  number  of 
entities  with  statewide  transportation  information. 

OTHER  TRANSPORTATION  RELATED  ENTITIES 

A  number  of  federal,  state  and  local  agencies  are  also  involved 
in  transportation  programs  and  activities  in  Montana.  Generally, 
federal  and  state  philosophy  is  to  administer  and  monitor  the  rail 
and  passenger  funds  provided  and  allow  local  communities  and  transit 
operators  to  run  their  own  transit  operations.  The  primary  federal 
agencies  involved  in  state  transportation  programs  include  the  U.  S. 
Department  of  Transportation  and  the  Interstate  Commerce  Commission. 
The  following  chart  lists  primary  state  agencies  involved  in 
transportation  and  some  of  their  programs  and  activities. 
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STATE  AGENCIES  INVOLVED  IN  TRANSPORTATION 
PROGRAMS  AND  ACTIVITIES  IN  MONTANA 


Agency 

Montana  Aeronautics  Division, 
Department  of  Commerce 

Agricultural  Development 
Division,  Department  of 
Agriculture 

Preconstruction  Bureau,  and 
Gross  Vehicle  Weight 
Division,  Department  of 
Highways 

Transportation  Division, 
Public  Service  Commission 

Developmental  Disabilities 
Division,  Department  of 
Social  and  Rehabilitation 
Services 

Highway  Patrol  Division,  and 
Highway  Traffic  Safety 
Division,  Department  of 
Justice 


Programs  and  Activities 

Promote  a  safe  and  efficient 
aviation  system 

Involved  with  grain  movement 
statistics 


Involved  with  highway  impact 
evaluation,  licensing  and  permits 


Regulatory  control  over  intercity 
buses,  trucking  and  rail  operations 

Assists  in  selection  of  applicants 
to  receive  UMTA  funds  for  transit 
vehicle  purchases 


Operate  truck  safety  inspection 
program  and  other  traffic  safety 
programs 


Source:  Compiled  by  the  Office  of  the  Legislative  Auditor 

Illustration  7 

Local  agencies  such  as  Councils  on  Aging,  Area  Agencies  on 
Aging  and  county  commissions  develop  local  transportation  plans  and 
participate  in  the  provision  of  local  transit  services. 

Many  associations  and  groups  are  also  involved  in  Montana's 
transportation  industry.  For  example,  the  Montana  Motor  Carriers 
Association,  the  forest  products  industry,  the  airline  industry,  and 
the  Montana  Grain  Growers  Association  work  closely  with  the 
Transportation  Division  on  transportation  issues  and  legislation. 
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Transportation  Advisory  Council 

The  Governor's  Transportation  Advisory  Council,  formed  in 
October  1981,  evaluated  Montana's  transportation  problems  and  wrote 
a  transportation  planning  report  to  deal  with  state  transportation 
needs.  The  Council  was  composed  of  business  and  community  leaders 
including  representatives  from  the  Inland  Forest  Resource  Council, 
the  Montana  Motor  Carriers  Association,  the  Montana  Grain  Growers 
Association  and  railroad  company  officials.  The  Transportation 
Advisory  Council  covered  eight  areas  of  transportation  including 
aviation,  energy  transportation,  highways,  intercity  buses,  motor 
carriers,  railroads,  urban  public  transportation  and  intermodal 
transportation.   Some  of  the  Council's  recommendations  included: 

1.  a  central  source  for  all  permitting  and  reporting  for  the 
motor  carrier  industry; 

2.  local  public  transportation  systems  should  not  come  under 
the  regulatory  authority  of  the  Montana  Public  Service 
Commission;  and 

3.  State  initiation  and  participation  in  the  study  of 
transportation  topics  involving:  (1)  engineering  studies 
and  cost/benefit  analysis  of  truck  configurations;  (2) 
highway  design;  and  (3)  the  best  ways  to  help  the  various 
transportation  industries  work  together  for  the  good  of 
the  state. 

The  Governor's  Transportation  Advisory  Council  was  disbanded  in 
1983.  The  Council's  report  noted  a  number  of  topics  for  further 
study  and  the  need  to  cooperate  with  the  states  surrounding  Montana 
to  encourage  an  efficient  interstate  transportation  system. 

DIVISION  GOALS/OBJECTIVES  A^^)  ACCOMPLISHMENTS 

Based  upon  perceived  legislative  intent  and  the  Staggers  Act, 
the  division  developed  goals  and  objectives  to  address  its  mission. 
As  part  of  the  survey,  we  compared  division  goals  and  objectives 
with  division  accomplishments.  We  found  the  division  addressing 
most  of  its  stated  goals  and  objectives.  The  following  chart 
compares  significant  division  goals  and  objectives  with  its 
accomplishments . 
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COMPARISON  OF  DIVISION  GOALS  AND  OBJECTIVES 
WITH  ACCOMPLISHMENTS 


Goals,  Objectives,  and 
ProRram  Intent 

To  plan  for  and  coordinate 
transportation  needs  and 
services  for  all  modes  of 
transportation 


To  pursue  rate  analysis  and 
litigation 


To  conduct  various  Special 
Project  studies 


To  improve  technical  and 
financial  assistance  to  local 
transit  operators 


To  assist  shortline  rail 
operations  and  improve  the 
state's  intermodal 
transportation  system 


Accomplishments 

State  Rail  Plan  and  the  State 
Management  Plan  under  the  Urban  Mass 
Transportation  Act  of  1964  have  been 
completed.   (However,  all  modes  of 
transportation  are  not  tied  into  an 
overall  state  transportation  plan. ) 

McCarty  Farms  market  dominance  case, 
ICC  ex-parte  proceedings  and  ongoing 
rate  analysis 

Completed  export  study  for  U.S. 
Maritime  Administration,  AMTRAK  data 
collected,  and  conducted  Montana 
Motor  Carriers  pilot  study 

Transit  conferences,  workshops, 
study  of  transit  insurance  and 
assistance  with  applications  for 
federal  transit  moneys  were 
provided. 

Technical  assistance  visits  to 
shortline  rail  operations  and 
federal  rail  assistance  funds  were 
provided.   Butte  grain  subterminal 
was  completed  and  the  transloading 
facility  project  was  initiated. 


Source:  Compiled  by  the  Office  of  the  Legislative  Auditor 

Illustration  8 
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Some  division  goals  and  objectives  which  were  not  accomplished, 
but  for  which  work  has  started,  include: 

1.  development  and  implementation  of  passenger  transit  safety 
programs  and  vehicle  replacement  program  covering  vans  and 
buses  used  to  transport  elderly  and  handicapped  persons; 

2.  preparation  of  an  implementation  plan  translating  the 
findings  of   the  Maritime  Study  into  required  action 
procedures;  and 

3.  implementation  of  management  reviews  of  local 
transportation  operations. 


The  division  appears  to  be  accomplishing  or  addressing  most  of 
its  stated  goals  and  objectives.  The  division  has  started  work  on 
those  goals  and  objectives  which  were  not  fully  accomplished  during 
our  audit  survey. 
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POLICY/ PLANNING  ISSUES 

House  Bill  85A,  passed  during  the  1981  Legislative  session, 
appropriated  funds  to  the  Department  of  Commerce  which  were  used  to 
create  the  Transportation  Division.  Legislative  minutes  from  the 
1981  session  identified  the  Department  of  Commerce  as  the  lead 
agency  to  plan  and  coordinate  transportation  and  pursue  rate 
analysis  and  litigation.  Legislative  minutes  also  noted  the  need  to 
form  a  coordinated  transportation  function  in  Montana  so  the 
following  results  could  be  accomplished: 

monitor  transportation  costs  and  rates  to  ensure  they  are 
reasonable; 

develop  a  viable  and  coordinated  transportation   system  so 
that  business  and  industry  are  attracted  to  Montana;  and 

deal  effectively  with  federal  programs  and  legislation  that 
affect  Montana's  transportation  industry. 

One  of  the  major  reasons  behind  trying  to  coordinate  Montana's 
transportation  function  was  the  passage  of  federal  legislation, 
specifically  the  Staggers  Act.  The  intent  of  the  Staggers  Act, 
according  to  division  officials,  was  to  provide  an  economic 
stimulant  to  the  rail  industry.  The  deregulation  brought  about  by 
the  Staggers  Act  was  viewed  as  giving  railroads  more  latitude  to  set 
rates  and  abandon  rail  lines.  What  was  lacking,  in  the  opinion  of 
those  testifying  before  legislative  committees  during  the  1981 
Legislature,  was  an  effective  transportation  agency  to  address 
Montana's  problems  with  freight  rates  and  other  transportation 
issues. 

TRANSPORTATION  PLANNING 

The  Transportation  Division  derives  most  of  its  current 
directives  from  federal  regulations  since  it  was  created  to  address 
deregulation  and  administer  federally  funded  railroad  and  local 
passenger  transit   programs.    The  division  operates  with  a  general 
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lack  of  state  legislative  directives  in  terms  of  statutes. 
Administrative  Rules,  policies  and  procedures  are  also  lacking.  The 
division  also  lacks  rule  making  authority. 

Montana  still  does  not  have  any  type  of  overall  transportation 
plan.  The  only  comprehensive  planning  documents  (prepared  by  the 
division),  to  date,  are  a  state  rail  plan  and  a  state  management 
plan  for  passenger  transit  funds  received  from  the  Urban  Mass 
Transportation  Administration.  Other  modes  of  transportation,  such 
as  aviation  and  energy  transportation,  are  not  addressed.  Most 
local  transit  operations,  with  input  from  county  officials,  develop 
local  transportation  plans  which  identify  existing  transportation 
services  and  any  transit  needs  that  should  be  met  in  their  local 
service  area. 

With  the  creation  of  the  Transportation  Division  in  1981, 
transportation  programs  and  activities  were  coordinated  to  some 
extent.  Our  work  noted  that  transportation  programs  and  activities 
in  Montana  are  administered  by  many  different  entities.  In  the  area 
of  passenger  transit  we  noted  some  entities  whose  services  are  not 
under  the  direct  control  and  supervision  of  the  Passenger  Bureau  of 
the  Transportation  Division  or  other  state  agencies.  These  include: 
university  bus  systems  and  municipal  transit  operations  (i.e.,  some 
of  the  larger  city  bus  operations  receive  federal  funding  directly 
from  the  Urban  Mass  Transportation  Administration). 

Conclusion 

Even  though  the  division  established  overall  planning  as  a 
goal,  the  efforts  of  other  state  agencies  involved  in  transportation 
and  input  from  the  Legislature  appears  necessary  to  provide  a 
comprehensive  plan.  Our  work  indicated  a  need  to  establish 
legislative  direction  regarding  division  programs  and  activities  as 
well  as  a  need  to  define  division  responsibilities  and  statutory 
authority.  We  also  noted  the  need  for  more  extensive  overall 
transportation  planning  and  more  coordination  in  the  state's 
transportation  system. 
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OTHER  ISSUES 

This  section  discusses  division  railroad  issues  regarding 
liability  insurance  coverage  and  railroad  property  ownership 
records.  We  also  noted  that  railroad  bonding  statutes  need  to  be 
revised.  We  believe  further  audit  work  is  not  necessary  in  these 
areas;  however,  division  attention  to  these  issues  could  improve 
operations. 

RAILROAD  ISSUES 

We  reviewed  the  lease,  purchase  and  operating  agreements  the 
Transportation  Division  has  with  its  shortline  railroad  operators 
and  noted  several  areas  which  should  be  clarified.  We  found 
contracts  with  shortline  operators  lacked  the  dollar  amount  of 
liability  insurance  coverage  to  be  provided  by  the  operators. 
Without  specified  coverage  levels,  the  potential  for  state  liability 
increases. 

During  our  review  of  division  operations,  we  found  the  division 
does  not  have  an  adequate  record  of  the  railroad  property  owned  by 
the  state.  The  division  does  not  have  data  showing  the  dollar 
amount  of  railroad  property  it  owns,  some  property  records  are  only 
kept  by  the  shortline  operator  and,  in  some  cases,  the  only  property 
records  are  quit  claim  deeds.  Without  an  adequate  property  record 
keeping  and  management  system,  the  state  does  not  know  exactly  what 
its  railroad  property  holdings  are  and  the  extent  of  its  liability. 

Conclusion 

Overall,  the  division  should  improve  its  written  agreements 
with  shortline  operators  to  ensure  liability  insurance  coverage 
amounts  are  specified.  The  division  should  also  develop  a  property 
record  keeping  system  to  ensure  adequate  railroad  property  ownership 
information  is  maintained. 
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RAILROAD  BONDING  STATUTES 

Sections  60-11-1101  through  1113  and  60-11-1201  through  1213, 
MCA,  provide  a  mechanism  to  rehabilitate  railroad  tracks  and  related 
facilities,  and  alleviate  possible  shortages  of  railroad  cargo 
carriers  in  Montana.  The  intent  was  to  strengthen  Montana's  rail 
transportation  system. 

During  our  survey,  we  noted  sections  60-11-1103  and  60-11-1203, 
MCA,  state  the  Department  of  Administration  shall  assist  the 
Department  of  Highways  in  the  issuance  and  sale  of  railroad 
improvement  bonds.  These  sections  should  be  revised  to  specify  the 
Department  of  Commerce  instead  of  the  Department  of  Highways. 

Conclusion 

The  statutes  related  to  railroad  bonding  should  be  revised  to 
specify  the  agencies  currently  responsible  for  railroad  bonding 
programs. 
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CONCLUSION 

Our  preliminary  work  identified  four  areas  which,  if  addressed, 
could  improve  division  operations.  Several  areas  relate  to  policy 
issues  and  the  need  to  clarify  legislative  intent  and  provide 
guidance  and  direction  on  transportation  programs  and  issues.  Our 
concerns  include: 

1.  need  to  clarify  legislative  intent  for   division  transportation 
programs  and  activities  and  provide  more  direction  through 
statutory  authority  and  responsibility; 

2.  need  for  more  extensive  transportation  planning  that  includes 
all  modes  of  transportation  and  improved  coordination  of 
transportation  programs; 

3.  need  to  clarify  agreements  the  state  has  with  shortline  rail 
operators  regarding   liability  insurance  coverage  and  improve 
railroad  property  ownership  records;  and 

A.   need  to  revise  railroad  bonding  statutes. 
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